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ABSTRACT 
Once the brightest star in China and the city most favored by the central government, 
Shenzhen is facing growing competition from its rivals such as Shanghai, Guangzhou, 
Zhuhai, Dongguan and Suzhou. The preferential policies offered only by Special 
Economic Zones (SEZs) like Shenzhen in the past are now widely available across 
China. Shenzhen's rising costs are driving many manufacturers away to cheaper 
locations. Leading companies plan to move their headquarters from Shenzhen to 
Shanghai, a burgeoning world city that overwhelms Shenzhen in economic strength. 
Shenzhen, having been the fastest growing city in China for more than a decade, is 
losing its competitiveness. 
I review Shenzhen and its history, and examine its 5 rivals and the threats they pose to 
Shenzhen. Using the SWOT model, I analyze the strengths, weaknesses, opportunities 
of Shenzhen and the threats to it. Finally, I recommend on how Shenzhen can 
maintain its competitiveness and achieve sustainable growth. 
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Since the central government set up China's first Special Economic Zone (SEZ) in 
Shenzhen in 1980, Shenzhen has grown from a quiet village in the south into a 
metropolis that has made important contributions to China's high-tech industries, 
foreign trade and ocean shipping. 
For over 20 years Shenzhen's economy has been growing the fastest among cities in 
China. From 1980s through 1990s it was the most glamorous city in China creating 
many economic miracles. In 1979, Shenzhen's annual Gross Domestic Products (GDP) 
stood at only RMB196 million. In 2001, it reached RMB196 billion, 850 times the 
GDP of 1979 in real value. From 1979 to 2001 Shenzhen's GDP has kept growing at 
an annual rate of 30%, probably the highest among cities all over the world. 
Today Shenzhen's economic output nearly amounts to that of a medium-sized 
province in China. In 1979, per capita GDP was only RMB606. In 2001, it soared to 
RMB43,355 (USDS,237). Now Shenzhen is the city with the highest per capita GDP 
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in China. 
However, since the turn of the century, Shenzhen has been encountering keen 
competition from other cities in China and losing its competitiveness. While the 
central government is gradually phasing out preferential policies towards SEZs like 
Shenzhen, other cities are offering investors favorable terms that are as attractive as 
those offered by Shenzhen. Meanwhile, Shenzhen's rising costs are driving many 
businesses to cheaper locations. As a result, some leading financial and hi-tech 
companies planned to relocate their headquarters from Shenzhen to Shanghai, and a 
few manufacturers moved their factories from Shenzhen to Dongguan or Zhuhai. 
Many managers, professionals and entrepreneurs left Shenzhen to settle down in 
Shanghai. While Shanghai, being China's economic capital and a rising world city, 
has unquestionably outweighed Shenzhen, medium-sized inland cities like Suzhou are 
creating GDP equivalent to Shenzhen's. 
Why is Shenzhen, the brightest star in the past 20 years, losing its luster today? What 
are the reasons behind Shenzhen's dropping competitiveness? Adopting the SWOT 
method (Strengths, Weaknesses, Opportunities and Threats), I will examine Shenzhen 
in comparison with 5 competing cities: Shanghai, Guangzhou, Zhuhai, Dongguan, 
and Suzhou, and make recommendations on how Shenzhen can maintain and enhance 
its competitive edge. 
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CHAPTER 2 
SHENZHEN: AN OVERVIEW AND BRIEF HISTORY 
2.1 Shenzhen: An Overview 
Shenzhen is located in the south of Guangdong. It borders the Dapeng Bay in the east, 
the Pearl River in the west, Dongguan and Huizhou in the north, and Hong Kong in 
the south. 
Shenzhen has a total area of 2,020 square kilometers and a population of 5 million. It 
comprises of 6 districts, namely Luohu, Futian, Nanshan, Yantian, Baoan, and 
Longgang. The Special Economic Zone (SEZ) includes Luohu, Futian, Nanshan, and 
Yantian districts, but excludes Baoan and Longgang districts. The SEZ has an area of 
327.5 square kilometers and a population of 2 million. 
A sophisticated transport network connects Shenzhen with the rest of China and the 
world by land, rail, sea and air. The Beijing-Kowloon Railway (including the 
Canton-Kowloon Railway, or the KCR) passes through Shenzhen. High-speed trains 
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shuttle between Guangzhou and Shenzhen. Expressways connect Shenzhen with 
Guangzhou, Huizhou and Shantou. The Luohu Port is the busiest passenger land port 
and the Yantian Harbor the second largest container port in China. Shenzhen 
International Airport ranks the fourth (after Beijing, Shanghai and Guangzhou) in 
China in terms of passenger volume. 
In the coming 5 years, Shenzhen will invest RMB256 billion in infrastructure. The 
Shenzhen underground mass transit railway is the biggest ever infrastructure project 
of the city. The first phase of the project, costing RMBIO billion, will be completed in 
2005. In addition, construction will commence soon for the Guangzhou - Shenzhen -
Hong Kong express railway. 
In 2001，Shenzhen's annual GDP reached RMB196 billion, an increase of 13% over 
2000. The per capita GDP amounted to RMB43’355 (USD5’237), the highest among 
all cities in China. Imports and exports totaled USD37 billion, and contracted foreign 
investment USD4 billion. 
2.2 Shenzhen: A Brief History 
The development of the Shenzhen SEZ started from the Shekou Industrial Area in the 
west of Shenzhen in the late 1970s. The builders of the Shekou Industrial Area created 
a famous slogan, "time is money and efficiency is life", which was quickly spread 
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across China and still represents the spirit of the Shenzhen SEZ. In the first few years 
after the establishment of the Shenzhen SEZ, it focused on labor-intensive processing 
industries such as light industries, costumes and watches. 
Deng Xiaoping, China's late paramount leader, visited Shenzhen in early 1984. He 
reaffirmed that the establishment of SEZs was a correct policy based on the 
development and experience of Shenzhen. Deng's visit raised Shenzhen's 
development to a new level. The focus of Shenzhen SEZ gradually turned from 
labor-intensive industries to technology-intensive ones, giving birth to big electronic 
and IT companies like Konka, Huawei and ZTE. 
From 1979 to the end of the last century, Shenzhen had successfully been a window 
and laboratory in China for the adoption of the country's reform and open-door policy. 
In many ways it had set good examples for other cities in China. In the 1980s, 
builders of the Shenzhen International Trade Building, the then landmark of Shenzhen, 
created the "miracle" of "building one floor every three days". In the 1990s, builders 
of the Diwang Commercial Building created the new "Shenzhen Speed" of "building 
four floors every nine days". In the 1980s Shenzhen set up the Shenzhen Science and 
Technology Park jointly with the Chinese Academy of Science, the first of its kind in 
China and an example for other cities. In addition, since the 1990s Shenzhen has been 
successfully hosting the China International Hi-Tech Fair, a major national event. 
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CHAPTER 3 
SHENZHEN'S FALLING COMPETITIVENESS 
Despite its glorious past, Shenzhen has been losing its competitiveness in recent years, 
especially since the turn of the century. 
3.1 Rumored Exodus of Shenzhen's Leading Companies 
In Shenzhen, Huawei and ZTE are the two biggest local hi-tech companies, while 
China Merchants Bank and Pingan Insurance Company are the two biggest local 
financial institutions. 
In 2002, there were rampant rumors that these four companies would relocate their 
headquarters from Shenzhen to Shanghai. The four are pillar companies in the IT and 
financial sectors of Shenzhen. Had their relocation turned out to be true, the results 
would be catastrophic to Shenzhen's economy. 
3.2 Hong Kong's Economic Downturn 
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Hong Kong had contributed greatly to Shenzhen's prosperity. Hong Kong is the major 
destination of Shenzhen's exports and the most important source of foreign 
investment in Shenzhen. For more than a decade Hong Kong's investment in 
Shenzhen had stood at over 60% of the total foreign investment in the city. In addition, 
the expenses of Hong Kong people in Shenzhen's leisure, entertainment and property 
markets had been vital to Shenzhen's economic growth. 
However, the downturn of Hong Kong's economy after the Asian financial crisis in 
1997 hit Shenzhen's economy. Investment from Hong Kong plunged. Reduced 
purchasing power of Hong Kong people hurt Shenzhen's retailing and real estate. 
3.3 Shenzhen's Weakened Prestige after China's WTO accession 
China's accession to the World Trade Organization (WTO) also weakened the prestige 
of Shenzhen as an SEZ. Tax concessions and favorable investment policies that were 
offered only by SEZs in the past are no longer special. While market economy and 
international practice are being adopted across China, the existence of SEZs seems 
contradictory to the WTO requirement that foreign companies should receive national 
treatment all over China rather than only in the SEZs. As a result, Shenzhen's function 
as a window and laboratory of the reform and opening-up policy is fading. 
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3.4 Freeze on New Listings on the Shenzhen Stock Exchange 
The financial industry is a pillar industry of Shenzhen, accounting for 15% of the 
city's GDP and strongly supports other industries. The Shenzhen Stock Exchange rose 
to the top exchange in the world when the Shenzhen Composite Index grew a hefty 
175% in 1996. However, the central government adopted a policy change and planned 
to merge the Shenzhen Stock Exchange into the Shanghai Stock Exchange in 2000. As 
such a merge would almost certainly paralyze Shenzhen's financial industry, the 
Shenzhen government strongly lobbied the central government against it. Shenzhen's 
lobbying finally paid off, but at a price - the central government allowed the 
Shenzhen Stock Exchange to exist but imposed a freeze on new listings on it. The 
freeze was the biggest hit to Shenzhen's economy, as decreased money flow severely 
affected Shenzhen's financial industry and economy as a whole. 
Given Shenzhen's weakened status as a regional financial center, it was natural that 
financial institutions such as China Merchants Bank and Pingan Insurance Company 
that were eyeing the global market would consider moving their headquarters to 
Shanghai. 
3.5 Falling Foreign Direct Investment 
Shenzhen is not as attractive as before for foreign direct investment. The pace of 
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foreign investment in Shenzhen is slowing as Taiwanese companies and Western 
multinationals take new business north to the Yangtze River area. Some car-parts 
makers are setting up in other Pearl River Delta cities and the provincial capital, 
Guangzhou, which is trying to brand itself as a car center for Japanese makers. Honda 
has a thriving joint-venture factory with the Guangzhou Automobile Group, which is 
also in talks to set up plants with Toyota. 
Meanwhile hi-tech investment is pouring into the Shanghai region, which is catching 
up on the Pearl River Delta. Shanghai attracted more than $43 billion in investment 
between 1999 and June 2002，compared to slightly less than $40 billion for the whole 
Guangdong Province (including Shenzhen) in the same period. 
3.6 Reasons behind Shenzhen's Decreasing Competitiveness 
The major reason behind Shenzhen's decreasing competitiveness lies in that 
Shenzhen's achievements in the past 22 years were mainly due to the preferential 
policies and favorable treatment of the central government to an SEZ rather than a 
complete market economy system and a sustainable development strategy. When 
almost every major city in China was offering preferential policies to foreign 





As Shenzhen is losing the advantages it enjoyed as an SEZ, it must now compete with 
aggressive rivals across China. I have identified Shenzhen's 5 major competitors: 
Shanghai, Guangzhou, Zhuhai, Dongguan, and Suzhou. In this chapter I will present 
the profiles, major economic data and investment environment of these cities and 
analyze how they are threatening Shenzhen. 
4.1 SHANGHAI 
Shanghai: An Overview 
Shanghai is located at the front of the Yangtze River Delta. It borders the East Sea in 
the east and Jiangsu and Zhejiang Provinces in the west. It is in the middle of China's 
north-south coastal line. 
With 18 districts and 1 county under its administration, Shanghai has an area of 6,341 
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square kilometers. By the end of 2001, Shanghai has a population of 13 million. 
Shanghai is the largest business city in China. It is known as the "economic capital" 
or the New York of China. Shanghai is pivotal to China's economic and social 
development. While its population is only 1% and its land area only 0.06% of the 
nation's total, Shanghai boasts an industrial output at 12%, a port handling volume at 
10%, imports and exports at one fourth, and fiscal revenue at one eighth of the 
nation's total. 
As early as 1930s, Shanghai was known as the "Paris in the Orient" and one of the 
financial centers of the world. In the 1980s, Shanghai lagged behind Shenzhen as 
Shanghai continued to adopt the old planned economy while Shenzhen pursued a 
market economy after it was designated as an SEZ. In the 1990s, the central 
government decided to develop the Pudong New Area of Shanghai and open it to the 
world. Shanghai took advantage of this historic opportunity to expedite its economic 
development. 
From 1990 to 2001, Shanghai's GDP had kept growing at an annual rate of 12%. In 
2001’ Shanghai's GDP amounted to RMB495 billion, 2.5 times that in 1990. 
Shanghai's GDP in 2001 equaled to 5.2% of the nation's total (RMB9,593 billion), 
while its imports and exports (USD 121 billion) represented 24% of the nation's total 
(USD510 billion). Shanghai's per capita GDP in 2001 was RMB37,400 (USD4,500), 
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the highest among provinces and provincial regions in China except Hong Kong, 
Macau and Taiwan. 
In 2001, Shanghai attracted contractual foreign investment of USD7.4 billion. There 
were 69 foreign financial institutions in Shanghai, with 24 of them designating their 
branches or offices in Shanghai as their headquarters in China, 
Shanghai is becoming an event capital of China and the world. In 2001, Shanghai 
hosted 278 international exhibitions for 4.8 million participants and visitors, resulting 
in a business turnover of RMB55 billion. 
In October 2001, Shanghai successfully hosted the APEC Summit, the highest-level 
international meeting ever held in China since 1949. The APEC Summit greatly 
boosted Shanghai's reputation around the world. 
In December 2002, Shanghai was elected as the city to host the World Expo in 2010. 
The World Expo 2010 will be the first World Expo held in a developing country in the 
150-year history of this international event. The number of participants and visitors 
will total 700 million, the highest in the history of the World Expo. The World Expo 
2010 will bring enormous business opportunities to Shanghai and further boost its 
fame all over the world. 
13 
Shanghai also aims to become China's entertainment center. Time Warner, the global 
entertainment giant, has committed to build in Shanghai the "Universal Studios", the 
first world-class theme park in China. The project is under construction and will be 
completed in 2006. In the first year of its operation, it is projected it will receive 10 
million visitors and bring in a revenue of over USDl billion. 
Shanghai's economy continues to soar in 2003. In the first 7 months of 2003， 
Shanghai attracted contractual foreign capital of USD7 billion, an increase of 39% 
over the same period in 2002. The city has kept attracting contractual foreign 
investment at USDl billion each month. Up to July 2003, Shanghai has approved 
30,563 foreign investment companies and attracted contractual foreign investment of 
USD70 billion. 
Shanghai has been investing heavily in infrastructure. During 1996-2000, Shanghai's 
expenditure in infrastructure reached RMB227 billion, more than double the city's 
total expenditure in infrastructure in the past 40 years. 
The Shanghai Harbor became one of the top 10 harbors in the world in 1999. Since 
then, its freight handling volume has been growing at an annual rate of 20%. In 2002 
it rose to be the fourth largest harbor in the world. 
Recently, construction began for the Hangzhou Bay Bridge that links Shanghai and 
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Ningbo. The Bridge is 33 kilometers long, the longest bridge over water in the world. 
Total investment is RMB8 billion, with the completion date set at 2006. The Bridge 
will cut the distance from Shanghai to Ningbo by 120 kilometers, and reduce the 
travel time between the two cities to only 1.5 hours. The operation of the Bridge will 
further strengthen Shanghai's status as the head of the Yangtze River Delta and 
enhance the economic integration across the Delta. 
Meanwhile, the central government is planning to invest USD 16 billion to build a 
Beijing-Shanghai high-speed railway that will shorten the travel time by train between 
China's two biggest cities from the present 13 hours to 5 hours. The operation of this 
railway will bolster Shanghai's status as China's economic powerhouse. 
Shanghai has laid down ambitious plans for its future. It aims to raise its GDP to 
RMB730 billion, its per capita GDP to RMB54,000, and its imports and exports to 
USD85 billion in 2005. This super-city has set its medium and long term goal in the 
21st century as: to build itself into one of the economic, financial, trade and shipping 
centers in the world and turn itself into a socialist, modem world city. 
Pudong: An Overview 
Pudong is located in the east of the Huangpu River in Shanghai. The Pudong New 
Area has an area of 533 square kilometers and a population of 1.68 million. 
Pudong has witnessed drastic development since early 1990s when the central 
government decided to develop it and open it to the world. Pudongs' GDP grew at an 
annual rate of 20%, reaching RMB108 billion in 2001, 6.4 times its GDP in 1990. 
Pudong had invested RMB90 billion in its infrastructure from 1990 to 2001. By the 
end of 2001, foreign investors from 78 countries and regions had invested USD 16 
billion in 7,515 projects in Pudong. Among them, 97 leading multinational companies 
invested in 200 projects. Pudong accommodates the regional headquarters of 28 
multinational companies and 60 foreign financial institutions. In addition, over 6,000 
domestic companies have registered in Pudong, with a total registered capital of 
RMB30 billion. 
Shanghai's Threats to Shenzhen 
Shanghai's charm lies in its status as China's "economic capital" and a world city. To 
any company that wishes to become a conglomerate, join the national and global 
markets, and do business with Fortune 500 companies, Shanghai is almost irresistible. 
In fact, much more Fortune 500 companies have investments in Shanghai than in 
Shenzhen. Over 30 such companies including Honeywell, UPS, Kodak, Alcatel, 
Michelin, Mitsubishi and Fuji have established their regional headquarters in 
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Shanghai, but few have done so in Shenzhen.i 
Therefore, it is understandable that some leading companies of Shenzhen once 
thought of relocating to Shanghai. Shanghai's allure to Shenzhen's big companies will 
grow along with the continued growth of Shanghai's economy. I believe that some 
major companies in Shenzhen are planning to move, and some will finally move, to 
Shanghai. 
Shanghai attracts Shenzhen's companies as well as its people. In recent years, 
Shanghai overtook Shenzhen in attracting talents and professionals, especially 
professionals from Hong Kong and overseas. A research of the Hong Kong 
government revealed that among the professionals in Hong Kong who are willing to 
work in the mainland, 44% chose Shanghai and 22% chose Guangdong Province 
(including Shenzhen) as their destination. In 2002, over 30,000 Chinese professionals 
from overseas settled down in Shanghai, but only about 1,000 settled down in 
Shenzhen. Even fresh graduates from colleges are eyeing Shanghai too. A market 
research by the Beijing Normal University reveals that among fresh graduates, one 
third wish to work in Shanghai, one fourth in Beijing, and only one ninth in Shenzhen. 
Shanghai beats Shenzhen in attracting professionals because there is a much bigger 
presence of multinational companies in Shanghai than in Shenzhen. Professionals 
‘“源優惠搶跨國公司”，《經濟日報》，2003年7月21日 
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from Hong Kong and overseas can thus seek greater career development in Shanghai. 
4.2 GUANGZHOU 
Guangzhou: An Overview 
With a history of over 4,000 years, Guangzhou is the capital of Guangdong and the 
political, economic, science and technology, cultural and education center of the 
province. Guangzhou was once the fourth largest city in the world in the 18th century. 
Guangzhou consists of 10 districts and 2 municipalities, with a total area of 7,434 
square kilometers. The 10 districts total 3,718 square kilometers, representing half of 
the city's total. By the end of 2002, Guangzhou has a population of 10 million. 
Known as "China's Door in the South", Guangzhou is the hub in south China. State 
highways, expressways and railways connect it with major cities in the Pearl River 
Delta and across China. The Guangzhou International Airport is the third busiest in 
China after the airports of Beijing and Shanghai. Guangzhou also boasts an 
underground mass transit railway system that is one of the best in China. 
From 2000 to 2005, Guangdong Province will focus on developing ports in 
Guangzhou and Shenzhen only. The Guangzhou Port ranks among the top 10 in the 
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world in terms of cargo handling volume in 2001. Its container handling volume has 
kept growing at 30% annually, expected to reach 150 million tons in 2003. 
In the 1980s, Guangzhou lagged behind Shenzhen in economic growth as it adopted a 
conservative economic policy while Shenzhen benefited from the preferential policies 
from the central government. 
Guangzhou's economic growth was accelerated at the turn of the century. In 2001 
Guangzhou successfully hosted the Ninth National Sports Meeting. Two 
municipalities, Panyu and Huadu, were converted into two districts of Guangzhou. 
Guangzhou took advantage of these events to expedite its economic growth. In 2001, 
Guangzhou's GDP was RMB269 billion, an increase of 12.7% over 2000. The per 
capita GDP was RMB38’000 (USD4,592), one of the highest among the 10 biggest 
cities in China. From 1980 to 2003, Guangzhou's GDP has kept growing at an annual 
rate of 13%. In 2001, imports and exports amounted to USD23.4 billion and utilized 
foreign investment USD3.3 billion. 
Guangzhou hosts major national and international events. The Guangzhou Trade Fair 
has been world-famous for decades, being an important event of China's international 
trade each year. 
Guangzhou is developing the Tianhe District as its new Central Business District. The 
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district now accommodates the headquarters or regional headquarters of many 
national and multinational companies. 
In addition to the state-level Guangzhou Economic and Technological Development 
Zone, Guangzhou strongly promotes the Nansha Development Zone in Panyu District. 
Since it formally started operation in August 2002, Nansha Development Zone has 
attracted domestic and foreign investment of about RMBIO billion. Major projects are 
automobiles and other industries. Investors include multinational companies like GE 
and state-owned companies like Guangzhou Iron and Steel Group. 
As the education center in Guangdong, Guangzhou is building a first-rate University 
City in China with a total investment of RMB30 billion. The University City covers 
an area of 43.3 square kilometers and will accommodate 180,000 to 200,000 students. 
Ten universities in Guangzhou will move into the City in 2004. 
Guangzhou's Threats to Shenzhen 
Guangzhou's strength arises mainly from its status as China's center in the south and 
its continually improving infrastructure. This status attracts companies to move their 
regional headquarters or logistics, research and development, sales and other 
functional centers that have been set up in Shenzhen to Guangzhou. Guangzhou also 
competes with Shenzhen in attracting new companies to set up their regional 
headquarters or functional centers in Guangzhou rather than in Shenzhen. 
4.3 ZHUHAI 
Zhuhai: An Overview 
Zhuhai is located in the south of Guangdong and in the west of the Pearl River. It is 
connected with Macau by land and with Hong Kong and Shenzhen by sea. It is 140 
kilometers from Guangzhou. 
Zhuhai is made up of 3 districts. By the end of 2001 it has a population of 1.25 
million. The total land and sea area is 7,640 square kilometers, among which the land 
area is 1,640 square kilometers. Known as "a city with over 100 islands", Zhuhai has 
146 islands with a total area of 237 square kilometers. 
Zhuhai is a garden city as well as a harbor city. It is the only city in China that has 
been awarded by the United Nations (in 1999) for its achievement in improving 
people's living environment. It has 5 first-class and 20 second-class harbors. Among 
them the Gaolan Harbor is one of China's major harbors and the only deep-water 
harbor in the west of the Pearl River. 
The Guangzhou - Shenzhen - Zhuhai Expressway started operation in 1999. Now it 
takes less than 2 hours to go from Zhuhai to any city in the Pearl River Delta. The 
Zhuhai Airport started operation in 1995 with 32 airlines to Beijing, Shanghai and 
other cities in China. 
In 2001, Zhuhai's GDP reached RMB37 billion, an increase of 12% over 2000. The 
per capita GDP was RMB29,513. In 2001, Zhuhai attracted contractual foreign 
investment of USD 1.5 billion. Imports and exports were USD9.8 billion. By the end 
of 2001，various companies from 47 countries and regions had invested USD 11 
billion in 6,597 projects in Zhuhai. 
Many companies hold conferences or set up their research and development centers in 
Zhuhai. Some important events are held in Zhuhai. The city hosts China's only 
Formula One racing every year and the "China International Air and Aeronautical 
Fair" every two years. 
Zhuhai ’s Threats to Shenzhen 
(1) The Hong Kong - Macau - Zhuhai Bridge 
The proposed Bridge will be 30 kilometers long with a total investment of HKD16 
billion. It will be completed and operative in 2010. With an average speed of 110 km 
per hour, it will only take 15 minutes to travel by car from Hong Kong to Macau or 
Zhuhai via the Bridge, while it takes one hour to travel by ferry now. In other words, 
the Bridge will reduce the travel time between Hong Kong - Macau and Hong Kong -
Zhuhai by 75% from 1 hour to 15 minutes. 
The Bridge will cut the distance from Zhuhai to Hong Kong by 200 square kilometers 
and completely turn Zhuhai from a regional city into a hub in the Greater Pearl River 
Delta.2 
The Bridge will bring significant people and money flows to Zhuhai. As the end of the 
Bridge in Hong Kong is near the Hong Kong Disneyland, many people from the 
mainland would travel to Hong Kong through Zhuhai rather than Shenzhen for the 
Disneyland. It is estimated that 3 million people from the mainland would visit the 
Hong Kong Disneyland in 2010. 
The Bridge will erode Shenzhen's advantage over Zhuhai in location. Shenzhen is 
linked to Hong Kong by land but Zhuhai is separated from Hong Kong by water. At 
present, most Hong Kong people go to Zhuhai by ferry and to Shenzhen by the 
Kowloon-Canton Railway (KCR) trains. This difference in the mode of transportation 
gives Shenzhen an absolute advantage over Zhuhai in attracting Hong Kong people. 
Much more Hong Kong people go to Shenzhen than to Zhuhai because: 
2 “港珠澳橋將採一地三檢”，《星島日報》，2003年7月28日 
“港珠澳大桥20年峰回路转”，《南方都市报》，2003年8月6日 
- Ferries travel much less frequently than the KCR trains do - ferries depart for 
Zhuhai about once an hour while trains leave every 1 to 5 minutes. 
- Ferries are about 4 times more expensive than trains - a one-way ferry ticket 
costs H K D i20 while a train ticket costs HKD33. 
However, following the operation of the bridge, Zhuhai will become as close to Hong 
Kong as Shenzhen is, if not closer. As a result, more Hong Kong people will go to 
Zhuhai for business and holidays, while fewer will visit Shenzhen. 
(2) Zhuhai to Become a Hub in the Pearl River Delta 
Apart from the proposed Hong Kong - Macau — Zhuhai Bridge, Zhuhai has made 
strategic plans to improve its transportation network and turn itself into a hub in the 
Pearl River Delta. 
A feasibility study is being carried out on two 50,000-ton container ports worth 
RMB1.7 billion to be built jointly by the Zhuhai government and Hong Kong's 
Hutchison-Whampoa Group. 
A RMB350 million highway linking the Zhuhai Airport and downtown Zhuhai is 
being built and will be operative at the end of 2003. 
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The Jiangmen-Zhuhai Highway will run from Zhuhai to Jiangmen, Foshan, 
Guangzhou, Dongguan and Shenzhen. It will connect Zhuhai with Macau and Hong 
Kong at both ends. This highway will be operative in 2005 and will greatly enhance 
Zhuhai ’s links with other cities in the Pearl River Delta. 
The Guangzhou-Zhuhai Railway will be open for bidding in August 2003 and will 
commence construction by late 2003 or early 2004. A light rail will also be built to 
link Guangzhou and Zhuhai. 
Upon the completion of these transportation projects, Zhuhai, with one of the best 
transportation networks among cities in the Pearl River Delta, will compete with 
Shenzhen's to be a hub in the Delta. 
(3) Zhuhai to Become a Regional Convention and Education Center 
Zhuhai is host to some important events each year. Apart from the famous Formula 
One racing and the "China International Air and Aeronautical Fair", a series of events 
relating to the publication of the "World Economic Development Declaration" (the 
"Zhuhai Declaration") will be held in Zhuhai in November 2003. The Declaration was 
drafted by 6 laureates of the Nobel Prize in Economics and 6 prominent economists in 
3 “珠海打造交通枢纽城市”，《南方都市报》，2003年7月30日 
China. The U.N. Secretary-General wrote a preface for the Declaration. China's state 
leaders, senior officials of the U.N. and senior executives of leading multinational 
companies will attend the events in Zhuhai. These major international events will 
greatly enhance Zhuhai ’s reputation around the world, paving the way for it to 
become a regional event center in south China. 
Zhuhai is one of the most active among cities in the Pearl River Delta to develop the 
University City to boost its education industry. A "University Park" of 160,000 square 
meters has been built in the north of Zhuhai. In the last 3 years, 10 universities 
including Beijing University, Beijing Normal University and Zhongshan University 
have set up their Zhuhai campuses in the Park. It is projected that the Park will 
accommodate 80,000 to 100,000 students in 2005. 
While Shenzhen is committed to turning itself into an event and education center in 
the Pearl River Delta, Zhuhai is becoming one of Shenzhen's major competitors in 
convention and education. 
(4) Relocation of Enterprises from Shenzhen to Zhuhai 
The land cost in Shenzhen is rising year after year while the area of usable land is 
steadily decreasing. But the land and labor costs in Zhuhai are much lower than those 
in Shenzhen. Moreover, there are over 1,000 square kilometers of unused land in the 
west of Zhuhai. For companies in Shenzhen that are seeking lower costs and more 
land for greater development, Zhuhai is an ideal choice. 
In July 2003，the Jindi Group of Shenzhen signed a contract with the Zhuhai 
government to invest RMB170 million to develop a piece of land of 1 square 
kilometer in the Xiangzhou Industrial Park in Zhuhai. The land will be used to 
accommodate enterprises in Shenzhen that are planning to relocate to Zhuha i , 
(5) Development of Zhuhai，s Uninhabited Islands 
Zhuhai is the only city in the Pearl River Delta that has over 100 uninhabited islands. 
In the past, business activities were prohibited on these islands due to military and 
national security reasons. However, the central government recently lifted the ban to 
allow the exploration and development of such kind of islands for business purposes. 
The 100 odd islands provide great business opportunities for Zhuhai as it can attract 
companies and individuals to develop them for industrial and tourist purposes. By 
properly utilizing these islands, Zhuhai can take advantage of its possession of these 
resources and turn their development into its unique competitive edge. 
4.4 DONGGUAN 
4 “深圳一工业园移师珠海”，《南方都市报》，2003年7月30日 
Dongguan: An Overview 
Dongguan is located in the southeast of Guangdong Province and the northeast of the 
Pearl River Delta. It is 50 kilometers to Guangzhou in the north, 90 kilometers to 
Shenzhen in the south, 47 nautical miles to Hong Kong and 48 nautical miles to 
Macau by sea. Dongguan is in the middle of the Guangzhou — Hong Kong economic 
corridor and is an indispensable node linking Guangzhou and Hong Kong by land and 
sea. 
With 32 districts under its administration, Dongguan has a land area of 2,465 square 
kilometers and a population of 6.4 million. The living standards in Dongguan are 
among the highest in China. In Dongguan, every 100 households own 24 cars, the 
highest number in major cities in China. 
Dongguan has invested RMB40 billion in infrastructure. It is the city in China with 
the highest density of highways, having over 100 kilometers of expressways in every 
100 square kilometers. 
Dongguan is a new industrial city that was bom in the tide of reform and opening up 
since 1978. During the last 20 years, Dongguan has adopted a strategy of attracting 
foreign investment and developing international economy. Dongguan's GDP has kept 
growing at an annual rate of 22% on average, one of the highest in China. In terms of 
overall economic strength, Dongguan ranks among the top 20 cities in China and the 
fourth in Guangdong (after Guangzhou, Shenzhen and Foshan). For 7 consecutive 
years, Dongguan has ranked the third among major cities in China in terms of imports 
and exports. 
Dongguan has an export-oriented economic structure that focuses on manufacturing 
and relies on the information technology. It is a key international processing and 
manufacturing base and one of China's foreign trade bases. It has become a famous 
international manufacturing city and one of the key cities in Guangdong. 
In 2002, Dongguan's GDP reached RMB67 billion, an increase of 18% over 2001. 
The per capital GDP was over USD5,000. Imports and exports totaled USD44 billion. 
Utilized foreign investment amounted to USD2.1 billion. Up to 2002, Dongguan had 
utilized foreign investment of USD 15 billion. 
Dongguan is world-famous for its IT industry. Some IT products made in Dongguan 
have market shares of 20% to 40% in the world. In fact, the city can produce 95% of 
the spare parts of a computer. Two famous sayings describe the importance of 
Dongguan's manufacturing industry in the world: "wherever you place your orders, 
they will be made in Dongguan", and "when there is a traffic jam in Dongguan, 
everywhere in the world will be out of stock". Dongguan is also strong at shoes, 
costumes, toys and furniture in the international market. One of every 10 pairs of 
sports shoes in the world is made in Dongguan. 
So far, over 14,000 foreign investment companies have invested USD 17 billion in 
Dongguan. Among these companies, there are 12 of the 100 biggest global industrial 
companies, 33 of the Fortune 500 companies, 124 multinational companies, and 800 
companies that are listed overseas. 
In the first 20 years of the 21st century, Dongguan plans to keep an annual GDP 
growth rate of 15%. The city is committed to raise its GDP above RMBIOO billion 
with a per capita GDP of USD7,000 in 2005，and above RMB200 billion with a per 
capita GDP of USD 10,000 in 2010. 
Dongguan's Threats to Shenzhen 
Dongguan lures Shenzhen's enterprises mainly as a cost-effective and sophisticated 
manufacturing base. Given its high land and labor cost, Shenzhen is not an ideal 
location for manufacturers. In fact, many manufacturers have moved from Shenzhen 
to Dongguan or kept their research and development and sales functions in Shenzhen 
but moved or outsourced their manufacturing functions to Dongguan. 
4.5 SUZHOU 
Suzhou: An Overview 
Suzhou is located in the middle of the Yangtze River Delta and the south of Jiangsu 
Province. It is only 80 kilometers to Shanghai in the east. It borders Zhejiang Province 
in the south, Wuxi in the west, and the Yangtze River in the north. 
Suzhou is located in one of the richest regions in China and is one of the most livable 
cities of the country. A famous saying in China goes, "there is heaven above the sky 
and Suzhou and Hangzhou below." 
Suzhou is a famous tourist city with a history of 2,500 years and a rich culture. It was 
also one of the first batch of coastal cities approved by the central government to open 
up to the world. 
Suzhou has a population of 5.8 million and an area of 8,488 square kilometers (urban 
area: 1,650 square kilometers). There are 7 districts and 5 county-level municipalities 
under its administration. 
Suzhou boasts easy access to other parts of China and the world. While Suzhou has its 
own airport, it is close to Shanghai's Hongqiao International Airport, the biggest 
airport in China. Both the Beijing - Shanghai Railway, the most modem railway in 
China, and the Shanghai - Nanjing Expressway, pass through Suzhou. The proposed 
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Beijing - Shanghai Express Railway will also pass through Suzhou. The Beijing -
Hanzhou Canal connects Suzhou to the Yangtze River and the sea. 
In 2002, Suzhou's GDP more than doubled from RMB90 billion in 1995 to RMB208 
billion. The per capita GDP was RMB35,723. Total imports and exports were USD 19 
billion and utilized foreign capital USD5 billion. 
Up to now, 2,194 foreign investment companies have invested USD 18 billion in 
Suzhou. Among them, 75 of the Fortune 500 companies have invested USDS.7 billion 
in 150 projects. 
There are 5 state-level and 10 provincial-level development zones in Suzhou. Among 
the development zones, Suzhou Industrial Park is the most famous and successful. 
The Park was jointly developed by the governments of China and Singapore in 1994. 
Having invested RMB6 billion in infrastructure, the Park has attracted 35 of the 
Fortune 500 companies to set up their presence there. 
Suzhou's Threats to Shenzhen 
The biggest threat of Suzhou - an inland city, to Shenzhen - a coastal city, is Suzhou's 
lower cost. The differences in costs are most evident in the manufacturing industry. 
Take the textile industry as an example. The cost of electricity in Shenzhen is 
H 
RMBO.l higher per kilowatt-hour (KWh) than that in Suzhou. For a textile factory 
that uses 5 million KWh a month, the difference translates into a saving of 
RMB500,000 per month if it is located in Suzhou. The monthly average salary in 
Shenzhen's textile industry is RMB500 higher than in Suzhou. For a textile factory 
that employs 2,000 workers, that means a saving of RMBl million per month if it is 
located in Suzhou. 
Suzhou is also committed to raise government efficiency. A foreign investment 
company can complete all government approval procedures in 3 working days, faster 
than the 5 working days in Shenzhen. Companies headquartered in Shanghai are 
inclined to set up their manufacturing base in Suzhou given the proximity of the two 
cities. In addition, Shanghai, Jiangsu and Zhejiang are the hometowns of many 
successful businesspeople at home and abroad. They are more likely to return home to 
invest due to historic, ethnic and family ties. 
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CHAPTER 5 
SHENZHEN: SWOT ANALYSIS 
In this chapter I will compare key data of the 6 cities and analyze Shenzhen's 
strengths, weaknesses and opportunities, and the threats to it. 
5.1 Comparison of Key Data of Shenzhen and Its Competitors 
Population Land GDP GDP Per Capita Imp. & Exp. Contracted 
(million) Area (RMB Growth GDP (USD Foreign 
(sq. km.) billion) Rate (RMB) billion) Invt. (USD 
billion) 
Shenzhen# 5.0 2,020 196 13% 43,355 37 4.0 
Shanghai# 13.0 6,341 495 12% 37,400 121 7.4 
Guangzhou# 10.0 7,434 269 13% 38,000 23 3.3 
Zhuhai# 1.3 1,640 37 12% 29,513 10 1.5 
Dongguan* 6.4 2,465 67 22% 40,000 44 2.1 
Suzhou* 5.8 8,488 208 14% 35,723 19 5.0 
# 2001 figures 
* 2002 figures 
The GDP figures show that Shanghai and Guangzhou outweigh Shenzhen in overall 
economic strength. Shanghai's GDP is 2.5 times and Guangzhou's GDP 1.4 times that 
of Shenzhen. Shenzhen's comfort lies in that its per capita GDP is higher than that of 
all its competitors. 
In imports and exports Shanghai is 3.3 times Shenzhen, and in contracted foreign 
investment nearly 2 times. The figures prove again Shanghai's indisputable status as 
China's economic capital and a burgeoning world city. 
With its rising competitiveness, the inland city Suzhou is threatening Shenzhen. 
Suzhou is nearly equivalent to Shenzhen in GDP. In contracted foreign investment it 
even surpasses Shenzhen by 25%. 
Although Shenzhen's GDP is 3 times Dongguan's, Dongguan's strong 
competitiveness poses a serious threat to Shenzhen. Dongguan's per capita GDP is the 
highest among the 5 competitors. Its GDP growth rate is the highest among the 6 
cities, even significantly higher than Shenzhen. Thanks to its thriving export-oriented 
manufacturing industry, Dongguan overtakes Shenzhen in imports and exports, falling 
only behind Shanghai among the 6 cities. 
Zhuhai falls behind Shenzhen in all figures because it is a much smaller city. However, 
Zhuhai is gaining a competitive edge in turning itself into a research and development, 
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convention, and education center. Its competitiveness will be enhanced after the 
upgrading of its transport network such as the operation of the Hong Kong — Macau -
Zhuhai Bridge. 
5.2 SHENZHEN'S STRENGTHS 
Unique Location 
Shenzhen's greatest strength still lies in its location, i.e. its proximity to Hong Kong. 
The central government established special economic zones (SEZs) in Shenzhen, 
Zhuhai, Shantou and Xiamen in 1980, and in Hainan Province in 1988. By the end of 
the last century, Shenzhen had been the most successful and prosperous SEZ among 
the five thanks mainly to its close ties with Hong Kong. In China, there are only 3 
"capitalist regions", namely Hong Kong, Macau and Taiwan. Hong Kong and Taiwan 
have highly developed economies, while Macau has an economy that is much smaller 
in size. 
Shenzhen is closely connected to Hong Kong by both land and sea. There are 
uninterrupted flow of goods and people between the two cities. The Luohu Port is the 
busiest passenger land port in the world, and the Huanggang Port the busiest freight 
land port in China. 
However, Xiamen is connected to Taiwan only by sea, and the Taiwanese authorities 
do not allow direct link by sea, air or post between Taiwan and the mainland 
(including Xiamen). Compared to Shenzhen, Xiamen is clearly at a disadvantage. 
Although Zhuhai is also connected to Macau by both land and sea, Zhuhai is 
incomparable to Shenzhen because Macau's economy is only a fraction of Hong 
Kong's. Zhuhai also suffered from a much smaller population than Shenzhen's - in 
the 1990s when Shenzhen's population was 4-5 million, Zhuhai's was less than 1 
million. The small population hurt the vitality of Zhuhai's economy. For example, 
Shenzhen International Airport became the fourth busiest in China after it was open 
for a few years, but Zhuhai Airport has been used much under its capacity and is in 
heavy debt due to the insufficient people flow in Zhuhai. 
Geographically, Shantou and Hainan are not located near any "capitalist regions". 
Moreover, Shantou's economy was heavily battered as a result of the central 
government's crackdown on the rampant smuggling in the city, and Hainan had been 
plagued for years by the crash of its property market. 
Hi-Tech and Financial Sectors 
The IT industry is one of Shenzhen's core competencies. At present, the output of the 
IT industry represents about half of Shenzhen's total industrial output. The China 
International Hi-Tech Fair, a major national event held in Shenzhen each year, 
strengthens Shenzhen's status as one of China's hi-tech centers. 
The financial industry is one of Shenzhen's pillar industries. Shenzhen and Shanghai 
are the only two cities in China with a stock exchange. The Shenzhen Stock Exchange 
is Shenzhen's invaluable asset with which it can compete with Guangzhou to be a 
regional financial center in south China. 
5.3 SHENZHEN'S WEAKNESSES 
Rising Costs 
Shenzhen's biggest weakness is its rising land and labor cost. The city's usable land is 
steadily decreasing. Out of its total area of 2,020 square kilometers, Shenzhen has 
usable land of only 900 square kilometers. Within the SEZ, usable land stands at 
about 30 square kilometers, which can be developed within one year. As a result, the 
land cost in Shenzhen has risen to be one of the highest across China. 
Meanwhile, labor cost is rising too. The average monthly salary for an experienced 
programmer is RMB8,000 in Shenzhen but RMB4,000 in Suzhou. For a worker in the 




In addition, Shenzhen is a little awkward in its status. Nationally, it is incomparable to 
a super-city like Shanghai. In Guangdong Province, although Shenzhen is an SEZ, it 
is administered by the Province rather than directly by the central government, 
making it much the same in administrative level as any other cities in the Province. 
The provincial capital, Guangzhou, seems more important than Shenzhen. In fact, 
although Guangzhou, Shenzhen and Zhuhai are all regional key cities, Guangdong is 
only committed to turn Guangzhou into a world city in the future. To raise itself to a 
new level, Shenzhen needs a redefinition of its status. 
5.4 SHENZHEN'S OPPORTUNITIES 
(1) Development of the Greater Pearl River Delta 
Shenzhen will benefit from the development of the Greater Pearl River Delta, the area 
including the Pearl River Delta, Hong Kong and Macau. In August 2003, Guangdong 
and Hong Kong held high-level talks on cooperation. The two sides were determined 
to build the Greater Pearl River Delta into a "Super Economic Zone" in the world in 
10 to 20 years. The broad plan is to turn Guangdong Province into one of the biggest 
manufacturing bases in the world, and to turn Hong Kong into one of the most 
important service centers in the world focusing on modem logistics and financial 
services. 
(2) Closer Integration with Hong Kong 
Shenzhen will also benefit from a closer integration with Hong Kong. In July 2003, 
the central government sent an expert team to inspect Shenzhen to redefine the city's 
future. The central government is inclined to study the status of Shenzhen in 
connection with that of Hong Kong. The redefinition of Shenzhen would focus on 
how Shenzhen could play a better role in supporting Hong Kong's prosperity and 
stability. It is very likely that the central government would view Hong Kong and 
Shenzhen as integrated twin cities and would be committed to build them into a world 
city comparable to New York, London and Tokyo. Hong Kong and Shenzhen as a 
whole would become the economic powerhouse of the Greater Pearl River Delta. 
Proposals for the integration of Hong Kong and Shenzhen included setting up a free 
trade zone between Hong Kong and Shenzhen or even to merge Shenzhen's economy 
with Hong Kong's. 
To increase Shenzhen's economic power, some scholars proposed to merge part or the 
whole of Dongguan and Huizhou into Shenzhen. 
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To boost Shenzhen's financial industry, experts suggested that the Shenzhen Stock 
Exchange resume listing new shares, or that Hong Kong focus on its main board but 
move its Growth Enterprise Market (second board) to Shenzhen.^ 
(3) Inflow of Goods and Talents from Hong Kong 
In June 2003, the central government signed a "Closer Economic Partnership 
Arrangement" (CEPA) with Hong Kong. The CEPA is a free-trade agreement that 
allows tax-free entry to China of 90% of products made in Hong Kong from January 
2004. Shenzhen, being the city in China that is closest to Hong Kong, will greatly 
benefit from the influx of goods from Hong Kong. 
In addition, the CEPA allows 18 service industries of Hong Kong, including 
advertising, accounting, legal services, financial services and telecommunications to 
operate in the mainland under national treatment from January 2004. The CEPA also 
allows professionals of Hong Kong to obtain qualifications and run their business in 
the mainland. As Shenzhen is geographically and culturally closest to Hong Kong, it 
is in an advantageous position over other cities in the mainland to attract professionals 
from Hong Kong. These professionals, with their international vision and experience, 
can contribute to raising Shenzhen's service standards. They can help Shenzhen foster 
closer economic and trade ties with Hong Kong, and attract more multinational 
5 “粤港要建世界级经济区”,“深港藉自由貿易建共同體”，《南方都市报》，2003 
年 8 月 7 日 
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companies that require world-class services to set up their regional headquarters or to 
operate part of their business in Shenzhen. 
(4) Increased Number of Tourists to Hong Kong via Shenzhen 
In the past, people from the mainland can only visit Hong Kong as tourist groups. 
From 28 July 2003 onwards, residents of 4 cities (Zhongshan, Jiangmen, Foshan and 
Dongguan) in Guangdong Province could visit Hong Kong as individual tourists. 
From 1 September 2003 onwards, residents of 5 cities (Guangzhou, Shenzhen, Zhuhai, 
Beijing and Shanghai) can do so too. In the future, residents of all major cities in 
China will be able to visit Hong Kong as individual tourists. 
Following this relaxation, the Travel Industry Council of Hong Kong estimated that 4 
million tourists from Guangdong would visit Hong Kong each year. If the relaxation 
is extended to all over China and taking into account of the opening of the Hong Kong 
Disneyland in 2005, the Council estimated that 10 million tourists from China would 
visit Hong Kong each year.^ 
The millions of tourists from the mainland to Hong Kong are all potential, valuable 
consumers for Shenzhen. Most tourists from China arrive in Hong Kong through 
Shenzhen by air, rail, or bus. Shenzhen can benefit from the increased people and 
6 “防止居民藉旅遊來港做黑工”，《蘋果日報》，2003年7月30日 
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money flows by attracting the tourists to spend on shopping, hotel, entertainment and 
leisure activities in Shenzhen. Of course, it is a prerequisite for Shenzhen to improve 
its transportation, hotel, catering, recreational and shopping facilities and raise its 
service quality. 
(5) Construction of the Shenzhen - Hong Kong Western Corridor 
The corridor will be a 5km dual three-lane expressway linking Shekou in Shenzhen 
with Yuen Long in Hong Kong. It will be the fifth as well as a major land border 
crossing between Hong Kong and the mainland. The total investment is projected at 
RMB13 billion and the completion date at the end of 20057 
5.5 THREATS TO SHENZHEN 
All the 5 competitors pose threats to Shenzhen. Shanghai will grow into a world city 
and further surpass Shenzhen in overall economic strength. Some multinationals and 
leading domestic companies in Shenzhen will move part or the whole of their 
operations to Shanghai. Shanghai also strongly competes with Shenzhen in attracting 
talents. Some professionals will leave Shenzhen for Shanghai. 
For some local and multinational companies in Shenzhen, Guangzhou is a better 
7 "Shenzhen Western Corridor construction projects begin", South China Morning 
Post, 28/08/2003 
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location for their regional or functional headquarters, or research and development or 
sales centers in south China. 
Zhuhai is competing with Shenzhen to be a hub in the Pearl River Delta and an event 
center in south China. Running its University City successfully, Zhuhai is also 
challenging Shenzhen's plan to become a regional education center. 
Dongguan is becoming an ideal manufacturing base for Shenzhen's IT companies. 
Suzhou is attracting manufacturers in Shenzhen too because of its lower cost and its 




Based on the study of Shenzhen's competitors and the SWOT analysis of Shenzhen, I 
suggest that Shenzhen take the following measures to maintain its competitiveness: 
6.1 Focus on Hi-Tech and Financial Industries 
Shenzhen should lay down a development strategy to focus on its core competencies, 
i.e. hi-tech and financial industries, while keeping a tight rein on the manufacturing 
industry. Shenzhen's relatively higher costs require that it should turn to high 
value-added service industries like finance and IT but turn away from manufacturing. 
Shenzhen should give up competing with Zhuhai, Dongguan and Suzhou for 
manufacturers because the last three cities, with lower land and labor costs, are in a 
better position to accommodate the manufacturing industry. 
6.2 Support Big Companies 
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To keep its competitiveness and bolster its economic strength, Shenzhen should make 
efforts to nurture a number of big companies. Particularly, it should try its best to turn 
some local firms into Fortune 500 companies in 5 to 10 years. Without the like of 
Samsung, P&G and Carlsberg in Shenzhen in the future, its competitiveness cannot be 
sustained. 
The government of Shenzhen knows the importance of big companies to the city. In 
July 2003, the government promulgated a series of measures to better serve big 
companies. The measures include cutting processing time for applications, assisting 
big companies to apply for projects restricted by the central government, and officials 
of government departments going to the companies rather than waiting at office to 
serve them. 
According to the government, the big companies include 193 hi-tech, financial, and 
logistics companies in Shenzhen that meet any of the following criteria: 
- Annual sales at over RMB3 billion, annual exports at over USD200 million, or 
annual tax at over RMB200 million; 
- A Fortune 500 company; 
- One of the 100 biggest electronic and IT companies in China in 2003; 
- Any of the 50 biggest industrial companies in Guangdong Province; and 
- Financial companies (including banking, insurance, securities, etc.) 
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headquartered in Shenzhen^ 
While I applaud the government for its support of these companies, I believe the 
number of big companies are too large, reflecting the government's attempt to strike a 
balance between various interest groups. I would like to suggest that the government 
raise the threshold for big companies, reduce the number of them from about 200 to 
20，and offer more preferential and practical treatment especially financial support to 
these 20 companies. Only in this way can Shenzhen give birth to corporate giants that 
are influential nationally and internationally and that will help solidify its 
competitiveness. 
6.3 Merge Baoan and Longgang Districts into the SEZ 
As a result of continuous development, the usable land within the SEZ is decreasing 
rapidly. Today the usable land in the SEZ stands at only 30 square kilometers, which 
can be developed within one year. The SEZ is becoming crowded and its land cost is 
rising year on year. Obviously, a straightforward solution to this problem is to remove 
the demarcation between the SEZ and the non-SEZ Baoan and Longgang districts and 
merge them into the SEZ. 
When the Shenzhen SEZ was set up in 1980, a barbed-wire borderline of 130 
8 “193个大企业搭上便利直通车”，《南方都市报》，2003年7月30日 
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kilometers was constructed to separate the SEZ from the non-SEZ Baoan and 
Longgang districts. Checkpoints were set up on the 8 highways linking the SEZ and 
the two districts. 
In terms of land area, the SEZ is 392 square kilometers, while Baoan District is 713 
square kilometers and Longgang District 844 square kilometers. The combined Baoan 
and Longgang Districts (1,557 square kilometers) are 4 times as large as the SEZ. 
Baoan District is a base for hi-tech industries, processing and trade, export-oriented 
agriculture, and eco-tourism. Shenzhen International Airport is located in this district. 
Longgang District is a hi-tech export processing base, a logistics distribution base, 
and a seaside resort. The Daya Bay and Ling Ao Nuclear Power Plants are located in 
this district. 
The merger of Baoan and Longgang into the SEZ has been discussed in Shenzhen for 
years. Now it is the right time to carry out the merger given the central govenment's 
redefinition of Shenzhen to raise its status and the closer integration between 
Shenzhen and Hong Kong following the CEPA and mainland tourists visiting Hong 
Kong as individuals. 
6.4 Implement 24-Hour Border Crossing at the Luohu Port 
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In January 2003, for the first time the border crossing between Hong Kong and 
Shenzhen was open 24 hours a day at the Huanggang Port. The 24-hour border 
crossing contributed to further integrating Shenzhen and Hong Kong. 
However, the Luohu Port, the largest passenger land port in China and the KCR that 
links it with downtown Hong Kong, are still closed from midnight to 6 am. While the 
Luohu Port is much more convenient than the Huanggang Port for Hong Kong people 
who travel between Hong Kong and Shenzhen, more tourists from the mainland will 
visit Hong Kong via Shenzhen after they are allowed to do so as individuals. It is 
therefore imperative for the Shenzhen government to negotiate with the HKSAR 
government for 24-hour border crossing through the Luohu Port and 24-hour 
operation of the KCR. This is an indispensable step toward the formation of the 
Shenzhen - Hong Kong Metropolitan Area and the upgrading of this Area to a 
super-city in the world. 
6.5 Other Measures 
Apart from the above, Shenzhen should also endeavor to raise government efficiency, 
create a legal framework that conforms to the international norm, continue to improve 
infrastructure, attract talents and professionals from Hong Kong and overseas, and try 




Although Shenzhen is facing fierce competition from its rivals, it keeps its strengths 
and opportunities. Its biggest strength still lies in its unique location by the side of 
Hong Kong, a strength which cannot be reproduced by its rivals. The hi-tech and 
financial sectors are Shenzhen's core competencies, and the service industries should 
be its focus in the near and long terms. Creating Shenzhen-based hi-tech and financial 
conglomerates is vital to the city's sustainable competitiveness. 
To enlarge the SEZ by merging Baoan and Longgang districts is a requirement of 
Shenzhen's continued growth. Shenzhen's future, however, hinges on a closer 
integration with Hong Kong. The formation of a Shenzhen-Hong Kong Metropolitan 
Area would offer Shenzhen a chance to be part of a world city that can compete with 
Shanghai, Tokyo and New York. All barriers to this integration should be removed to 
pave the way for a virtual non-existence of borders and free people and money flows 
between Shenzhen and Hong Kong. 
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